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On Dec. 30, the presidents of six Central American countries including Panama but excluding
Belize signed a treaty to integrate the region's electric generation and distribution network into
one massive electricity grid. The treaty Tratado Marco del Mercado Electrico de America Central
is the first step in creating the Sistema de Interconexion Electrica en Centroamerica (SIEPAC),
which the isthmian nations have been discussing for years. Under SIEPAC, the six countries will
construct and link up some 1,700 km of high-voltage power lines that will extend from Guatemala to
Panama. The governments also plan to promote construction of hydroelectric and geothermic power
plants in strategic locations to increase total energy output and eventually provide a constant flow
of electricity to all the countries derived from cheap and sustainable energy sources (see NotiCen,
08/29/96 and 12/05/96).
The treaty, which must now be ratified by the legislatures of all the countries, essentially authorizes
the creation of an open, regional electricity market, whereby generation and distribution firms in
any of the six nations can freely export or import electric energy to or from the other countries.
The treaty will create two new regional organizations. The first Reguladora del Mercado Electrico
Regional will act as a regional superintendency to ensure that all the treaty's provisions are
implemented and respected. It will also resolve disputes between countries when they arise. The
second organization Empresa Propietaria de la Red (ERP) will be in charge of constructing and
operating the new electric-transmission network on the isthmus. The ERP will be a mixed publicprivate sector enterprise with majority shares held by the governments of the SIEPAC-affiliated
countries.
The treaty stresses three guiding principles for SIEPAC: demonopolization of the electricity sector,
allowing the private sector to compete with public firms in the generation and distribution of
electric energy; gradual implementation of the regional electricity market; and reciprocity among
the SIEPAC member countries. The regional governments believe that, once SIEPAC is fully
operational in the year 2001, it will substantially increase the efficiency and competitiveness of the
regional economies, since the free flow of electricity will help reduce chronic energy deficiencies
in the region's weaker economies. "This marks a turning point since it is the first multinational
project of its kind being coordinated at the regional level," said Costa Rican Foreign Minister
Fernando Naranjo. "It will lead to a more efficient use of energy and increase the productivity and
competitiveness of the Central American economies."
The treaty is expected to be ratified by all the countries during the first quarter of 1997, paving
the way for the Inter-American Development Bank (IDB) to approve funding for the transmission
network at its next general assembly, which will be held in Spain in March. Construction of the
network will cost about US$500 million, about 60% of which will be financed by the IDB, and the rest
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by Spain and other countries. [Sources: Agencia Centroamericana de Noticias- Spanish news service
EFE, 12/28/96, 12/30/96; Prensa Libre (Guatemala), 12/07/96, 12/30/96, 12/31/96]
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